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PREFACE 
In December 1 9 8 1 , the Financial Accoun t ing Standards Board (FASB) 
issued Statement No. 52, Foreign Currency Translation (Statement), 
w h i c h supersedes Statement No. 8, Accounting for the Translation of 
Foreign Currency Transactions and Foreign Currency Financial State-
ments. Our booklet, "Foreign Currency Translation," also issued in 
December 1981 , describes the signif icant changes in the object ives of 
and methodology for foreign currency translat ion embodied in the State-
ment and provides i l lustrat ions of the appl icat ion of the Statement 's pro-
visions. 
A l though adopt ion of the Statement is not required unt i l f iscal years 
beginning on or after December 15, 1982, earlier appl icat ion is encour-
aged, and managements are faced w i t h the decision as to w h e n to adopt 
the new Statement. Since the Statement was issued, w e have received 
numerous quest ions concern ing the appl icat ion of the Statement 's provi-
sions both f rom enterprises that are adopt ing the Statement in their 
1981 f inancial reports and f rom enterprises that are consider ing adopt ing 
the Statement in 1982. Because of the interest expressed by senior 
operat ing and f inancial executives, w e have publ ished this addit ional 
booklet to assist those individuals in addressing implementat ion issues 
that w e ant ic ipate w i l l be encountered in the init ial appl icat ion of the pro-
visions of the Statement. 
Our responses to the quest ions included in this booklet represent v iews 
developed in specif ic fact s i tuat ions and are not intended to be defini t ive 
statements of pol icy appl icable to all c i rcumstances. These quest ions 
and responses should be used as a supplement to, rather than a subst i -
tute for, a thorough reading and understanding of the Statement. 
In many of the areas covered in the fo l low ing quest ions and responses, 
such as the def in i t ion of a substant ial ly complete l iquidat ion or the 
determinat ion of the effectiveness of a hedge, the guidance of the State-
ment is not specif ic. In other areas, such as the determinat ion of the func-
t ional currency, the Statement specif ical ly provides that management 
judgment w i l l be required. A l t hough w e believe that responses presented 
in this booklet are consistent w i t h the concepts under ly ing the State-
ment, as w e gain experience w i t h the appl icat ion of the provisions of the 
Statement, such experience may affect the guidance contained in some 
of the responses. Accord ing ly , w h e n addressing these issues and an-
swers in your specif ic fact si tuat ions, consul ta t ion w i t h your local 
Deloit te Haskins & Sells representative w o u l d be advised. A l ist ing of our 
domest ic and internat ional off ices is included at the back of this booklet 
for your convenience. 
DIFFERENCES B E T W E E N S T A T E M E N T S NO. 8 A N D 5 2 
S t a t e m e n t No . 8 S t a t e m e n t No . 5 2 
Foreign Currency Financial Statements 
Measure in dollars and in conformi ty 
w i t h U.S. GAAP 
Single ent i ty /s ing le unit of measure 
approach 
Temporal method 
Translation adjustments included in 
the determinat ion of income, i.e., the 
exchange rate change tr iggers 
realization. 
Intercompany transact ions and highly 
inf lat ionary economies were treated in 
the same manner as any other 
transact ions and economies. 
Measure in funct ional currencies and 
in conformi ty w i t h U.S. GAAP 
Mul t ip le ent i ty / funct iona l currency 
approach 
Remeasurement process/current rate 
method 
Remeasurement adjustments included 
in the determinat ion of income 
and 
Translation adjustments included in a 
separate componen t of equi ty unt i l 
realized th rough sale or l iquidat ion of 
the under ly ing investment. 
Mul t ip le ent i ty approach requires 
special provisions for intercompany 
t ransact ions; funct ional currency 
approach requires special provisions 
for highly inf lat ionary economies. 
Foreign Currency Transactions 
(No signif icant changes except for in tercompany transact ions discussed above and 
hedging transact ions discussed below.) 
S t a t e m e n t No. 8 S t a t e m e n t No . 5 2 
Hedging 
What Could Be Hedged 
Foreign currency commi tmen ts as 
long as three condi t ions were met : 
1. Life of forward contract used as a 
hedge extended f rom date of 
commi tmen t to ant ic ipated 
transact ion date or later; 
2. Forward contract used as a hedge 
denominated in the currency of 
the c o m m i t m e n t and for an 
amount equal to or less than the 
c o m m i t m e n t ; and 
3. Commi tment was f i rm and 
uncancelable. 
What Could Be Used as a Hedge 
Forward exchange contracts 
denominated in the same currency as 
the commi tment . 
What Can Be Hedged 
Foreign currency commi tmen ts as 
long as t w o condi t ions are met: 
1. The foreign currency transact ion is 
designated as and is effect ive as a 
hedge—prec i se match ing of dates 
or amounts of currencies is no 
longer required; and 
2. Foreign currency c o m m i t m e n t is 
f i rm. 
In addi t ion, new standard permits 
hedging of net investments in a foreign 
ent i ty as long as the transact ion is 
designated as and is effect ive as a 
hedge. 
What Can Be Used as a Hedge 
Foreign currency transact ions of 
w h i c h forward exchange contracts is 
just one type, and may be 
denominated in a currency for w h i c h 
the exchange rate generally moves in 
tandem w i t h the exchange rate of the 
funct ional currency. 
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D e t e r m i n a t i o n of t h e Func t iona l C u r r e n c y 
The functional currency of an enterprise is basically a matter of f a c t but 
in some instances the observable facts w i l l not clearly identi fy a single 
funct ional currency. For this reason, the FASB has developed general 
guidance on economic indicators to be considered by management in 
determin ing the funct ional currency. The salient economic factors to be 
considered (presented in Append ix A to Statement No. 52), both ind iv idu-
ally and col lect ively, include indicators of cash f low, sales price, sales 
market, expense, f inancing, and in tercompany transactions. In those in-
stances in w h i c h the indicators are mixed and the funct ional currency is 
not obvious, management 's judgment is required to assess the facts and 
c i rcumstances of a part icular foreign ent i ty 's operations, and to deter-
mine the funct ional currency that best meets the object ives set for th in 
the Statement for foreign currency translat ion. W e w o u l d expect that in 
si tuat ions where the indicators are mixed, management 's judgment w i l l 
be determinat ive in select ing the appropriate funct ional currency prov id-
ed that such judgment is not cont rad ic ted by the facts. Once that deci-
sion is made, the determinat ion of the funct ional currency should be ad-
hered to consistent ly unless the facts and c i rcumstances change signi f i -
cantly. Previously issued f inancial s tatements should not be restated for 
any change in the funct ional currency. 
In the quest ions discussed below, only one or t w o economic factors are 
presented; a complete evaluat ion of other indicators, individual ly and 
col lect ively, w o u l d be necessary to determine the appropriate funct ional 
currency in each si tuat ion. The economic indicators described generally 
point to the local currency or to the report ing currency as being the func-
t ional currency, but the indicators are not, by themselves, determinat ive. 
Q u e s t i o n No . 1 : Cash I n f l o w s v e r s u s Cash O u t f l o w s . If most of a for-
eign ent i ty 's cash inf lows are denominated in one currency and most of 
its cash ou t f lows are denominated in another currency, w o u l d the curren-
cy of cash inf lows be the funct ional currency? 
Response: Append ix A to Statement No. 52 presents a list of salient 
economic factors, all of w h i c h must be considered in determining an ent i -
ty 's funct ional currency. The Statement does not provide any guidance 
that w o u l d suggest that one factor is more impor tant than any other 
factor. Accord ing ly , the facts presented alone do not provide suff icient in-
format ion to determine the appropr iate funct ional currency. A l though 
the currency in f low denominat ion is i m p o r t a n t it is not necessarily more 
impor tant than the currency ou t f low denominat ion. 
For example, consider the fo l lowing s i tuat ion: 
A foreign ent i ty operates as a ship builder, const ruct ing ships in the for-
eign count ry to customer specif icat ions. The ship bui ld ing industry in 
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general has suffered recently as a result of economic factors; builders 
have experienced contract cancel lat ion rate increases due to customers 
being unable to honor f i rm commi tmen ts . 
The foreign ent i ty 's f inancial s tatements and account ing records are pre-
pared and maintained in the local foreign currency. Operat ing costs and 
ship const ruct ion costs are also denominated in the local foreign curren-
cy. Sales are made to customers in var ious countr ies largely denominated 
in U.S. dollars. A t any point in t ime the foreign ent i ty has a signif icant 
amount of customer accounts receivable denominated in U.S. dollars. A 
typical f i rm sales contract requires that the customer pay 10 percent 
d o w n (in U.S. dollars) at the t ime the contractual agreement is made. To 
f inance ship const ruct ion, the foreign ent i ty borrows funds denominated 
in U.S. dollars primari ly because its sales have been denominated in U.S. 
dollars. Ships constructed for w h i c h the intended customer cancels are 
operated by the foreign ent i ty unti l another customer is found. 
Certain factors in this si tuat ion support designat ion of the U.S. dollar as 
the funct ional currency whi le other factors support designat ion of the 
local foreign currency as the funct ional currency. 
Factors suppor t ing the U.S. dollar as the funct ional currency include: 
• Sales are largely denominated in U.S. dollars 
• Financing ship const ruct ion is pr imari ly by U.S. dollar denominated 
obl igat ions 
• Cash inf lows f rom ship sales are pr incipal ly in U.S. dollars 
• Sales are made on a wor ldw ide basis and there is not an act ive local 
sales market. 
Factors support ing the local foreign currency as the funct ional currency 
include: 
• Ships are constructed in the foreign count ry and costs of ship con-
st ruct ion are pr imari ly denominated in the local foreign currency 
• Operat ing costs for those ships unsold and carried as assets are pr i -
mari ly in the local foreign currency 
• Cash out f lows for operat ions and const ruct ion are pr incipal ly in the 
local foreign currency 
• There is no indicat ion that the parent relies on the foreign ent i ty for 
cash f l ow ; earnings of the foreign ent i ty are retained in the foreign 
country. 
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In these part icular c i rcumstances, because the funct ional currency is not 
clearly ident i f ied, management judgment w i l l be required to assess var i -
ous factors that affect the economic results of the foreign ent i ty to deter-
mine the currency that provides the most relevant and reliable measure 
of its day-to-day business. 
Based upon the l imi ted facts presented, w e believe that the U.S. dollar or 
the local foreign currency could be the foreign ent i ty 's funct ional curren-
cy; management considerat ion of all economic facts and c i rcumstances 
is required. 
Q u e s t i o n No. 2 : W o r l d w i d e M a r k e t fo r an E n t i t y ' s Produc t . Does the 
existence of a w o r l d w i d e market for an ent i ty 's product (e.g., petroleum) 
evidence the appropriateness of using the report ing currency of the 
parent (generally the U.S. dollar) as the funct ional currency of a foreign 
enti ty? 
Response: Paragraph 42b (2) of the Statement notes that sales prices 
that are determined by wor ldw ide compet i t ion or are internat ional prices 
w o u l d be a factor favor ing the designat ion of the parent's currency as the 
funct ional currency. The FASB staff believes that the existence of a 
w o r l d w i d e market for an ent i ty 's product w o u l d be a factor that supports 
the dollar being the funct ional currency; however, the FASB staff recog-
nizes that all of the salient economic factors discussed in Append ix A, 
inc luding the w o r l d w i d e market for a product, must be considered in 
management 's determinat ion of the appropriate funct ional currency. We 
support the v iews of the FASB staff. 
Q u e s t i o n No. 3 : I n t e r c o m p a n y Transac t ions . A market ing subsidiary 
in a foreign count ry has a high vo lume of in tercompany transact ions 
w i t h its parent company. Should the parent's currency be the funct ional 
currency? 
Response: The high vo lume of in tercompany transact ions w i t h the 
parent company supports the parent's currency as being the funct ional 
currency. However, the vo lume of in tercompany transact ions is only one 
of the factors to be considered in determin ing the appropr iate funct ional 
currency. A complete evaluat ion by management must be made of all 
salient economic factors, both individual ly and col lect ively, in determin-
ing the funct ional currency. 
Q u e s t i o n No. 4 : Hedg ing Prac t i ces . A n ent i ty located in a foreign coun-
try w i t h a wor ldw ide sales market for its product may have di f f icul ty in 
designating a particular functional currency because the foreign entity may re-
ceive numerous foreign currencies on sale of its product. Can a foreign 
ent i ty consider its hedging practices as a funct ional currency indicator? 
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Response: A l though the currency of denominat ion of hedging transac-
t ions is not specif ical ly l isted as a salient economic factor to be consid-
ered in the determinat ion of the funct ional currency, Append ix A to the 
Statement states that other factors might be considered to be relevant in 
the determinat ion of the appropriate funct ional currency. In this par t icu-
lar case, hedging practices, along w i t h those factors discussed in Appen-
dix A, should be considered by management in determin ing the func t ion-
al currency. This considerat ion might result in designat ing the U.S. dollar 
as the funct ional currency if the ent i ty 's pract ice is to hedge all its other 
currency posit ions and commi tmen ts in U.S. dollars. 
Q u e s t i o n No . 5 : D i s t i n c t and Separab le Opera t ions . W h a t are the 
criteria that w o u l d indicate that a foreign ent i ty might have more than 
one funct ional currency? 
Response: Paragraph 7 of the Statement indicates that a foreign ent i ty 
might have more than one funct ional currency if that ent i ty has more 
than one dist inct and separable operat ion. Therefore, operations that 
w o u l d be distinct and separable f rom one another w i t h i n a foreign ent i ty 
must exist before that foreign ent i ty could determine that it has more 
than one functional currency. For example, two distinct operations would 
exist if a foreign ent i ty has t w o divisions, one act ing str ict ly as an agent 
for a domest ic parent company in sel l ing the parent's products in various 
internat ional markets, wh i le the other division has an entirely different 
line of products it manufactures and sells in local or regional markets. 
Q u e s t i o n No . 6 : I n v e s t m e n t in a J o i n t V e n t u r e . A foreign ent i ty invests 
in a jo int venture arrangement in another foreign country. The foreign 
ent i ty w i l l account for the investment using the equi ty method. The func-
t ional currency of the foreign ent i ty for its other operat ions is the local 
currency. The jo int venture manufactures locally but purchases most of 
its raw materials f rom other countr ies, inc luding some f rom the investing 
entity. The jo int venture sells locally. The jo in t venture w i l l make dist r ibu-
t ions to the investors, based in t w o di f ferent foreign countr ies, on a cur-
rent basis. The jo int venture's life is l imi ted to a f ixed number of years. 
Could each investor determine that its local currency is the funct ional 
currency for the investment in the jo int venture? 
Response: A l though all the other factors that w o u l d need to be consid-
ered in arr iving at a factual determinat ion of the funct ional currency are 
not described, the l imited life of, and the current d is t r ibut ion of earnings 
by, the jo in t venture are factors that tend to support the designat ion of 
the foreign ent i ty 's funct ional currency as the funct ional currency of the 
investment in the jo int venture. Under these c i rcumstances, conceivably, 
each investor could conclude that its respective funct ional currency is 
the appropriate funct ional currency in w h i c h case each investor w o u l d 
have a dif ferent funct ional currency for the same jo int venture. 
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R e m e a s u r e m e n t i n to t h e Func t iona l C u r r e n c y 
Under Statement No. 52, the process of going f rom a recordkeeping cur-
rency to the funct ional currency is cal led "remeasurement." The remea-
surement process is accompl ished by use of essential ly the temporal 
method of Statement No. 8, whereby nonmonetary assets and liabilit ies 
are remeasured at the exchange rates in effect w h e n they were first ac-
quired and incurred. 
Deferred income taxes and unamort ized pol icy acquis i t ion costs of a 
stock life insurance company are treated as monetary i tems and are 
remeasured at current exchange rates. Ad jus tments f rom the remeasure-
ment process are included in determin ing income. 
Q u e s t i o n No. 1 : De fe r red I n c o m e Taxes . Under paragraph 34 of the 
Statement, is it necessary to give effect to the remeasurement of a for-
eign ent i ty 's deferred income taxes at the current exchange rate in each 
year if the f inancial s tatements are restated to conform to the provisions 
of Statement No. 52, or can the dif ference between the historical and cur-
rent exchange rates be reported as an ad justment of the opening balance 
of retained earnings of the year in w h i c h this Statement is f irst adopted? 
Response: A n y differences between the historical exchange rates pre-
viously required for a foreign ent i ty 's deferred income taxes and the cur-
rent exchange rates now required under Statement No. 52 are to be ap-
pl ied in restatement of the f inancial statements for each year restated 
similar to other provisions of the Statement. 
The effect of remeasuring deferred income taxes as of the beginning of 
the year to w h i c h this Statement is first applied should be reported as an 
adjustment of the opening balance of retained earnings of that year. 
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High ly I n f l a t i ona ry Economies 
The FASB has determined that the report ing currency w i l l be designated 
as the funct ional currency for all enterprises operat ing in an economy 
where the inf lat ion rate in the foreign economy, on a cumulat ive three-
year basis, equals approximately 100 percent or more. The FASB's inten-
t ion is that the def in i t ion of a highly inflationary economy be appl ied 
w i t h judgment . 
Q u e s t i o n No . 1 : D e t e r m i n i n g C u m u l a t i v e In f l a t i on . How should 
cumulat ive inf lat ion over a three-year period be determined? 
Response: Cumulat ive inf lat ion over a three-year period should be 
compu ted on a compounded basis. 
Paragraph 11 of the Statement defines a highly inf lat ionary economy as 
one that has cumulat ive inf lat ion of approximately 100 percent or more 
over a three-year period. 
Accord ingly , a simple average inf lat ion rate of 25 percent a year w o u l d 
result in cumulat ive inf lat ion on a compounded basis of more than 95 
percent over three years, w h i c h could be considered highly inf lat ionary 
since 95 percent approximates 100 percent. (A simple average inflat ion 
rate of 26 percent a year w o u l d result in cumulat ive inf lat ion on a c o m -
pounded basis of 100 percent over three years.) 
Addi t ional ly , paragraph 109 of the Statement states that the t rend of in-
f lat ion might be as impor tant as the absolute rate. A three year t rend of 
45 percent, 20 percent and 15 percent compounds to 100 percent, yet 
the related economy may not be considered to be highly inf lat ionary be-
cause of the decreasing t rend. 
Q u e s t i o n No . 2 : D e t e r m i n i n g t h e Th ree -yea r Per iod. In determin ing 
the three-year cumulat ive rate of inf lat ion, w h a t three-year period should 
be used? 
Response: The determinat ion of the three-year cumulat ive rate of inf la-
t ion should be made using the most current in format ion available. Ac -
cordingly, the most recent three-year period, including the current year, 
if possible, should be used. In instances where publ ished indices have 
not been current ly updated through an ent i ty 's year end, considerat ion 
should be given to the t rend of inf lat ion af fect ing the ent i ty and to the 
use of est imates of inf lat ion rates th rough year end. 
Q u e s t i o n No . 3 : D e t e r m i n i n g t h e Genera l Pr ice Leve l Index . W h a t 
kind of index should be used to determine a given currency's cumulat ive 
three-year inf lat ion rate? 
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Response: W e believe that a broad-based measure of general inf lat ion 
similar to the U.S. CPI (Consumer Price Index) w o u l d be a practical mea-
surement index. The Statement does not require, however, that a specif ic 
publ ished index be used for measurements of general price levels in dif-
ferent countr ies. 
Q u e s t i o n No . 4 : L is t of H i g h l y In f l a t i ona ry Economies . Does the FASB 
plan to publ ish a list of highly inf lat ionary economies? 
Response: W e understand that the FASB does not intend to publ ish a 
list of highly inf lat ionary economies. As noted above, a broad-based mea-
sure of general inf lat ion similar to the U.S. CPI should be used. Based on a 
review of one such index, the Consumer Price Index Numbers - Al l Items 
index publ ished month ly by the International Monetary Fund, w e have 
determined that the fo l lowing countr ies appear to have highly inf lat ion-
ary economies: 
Argent ina Ghana Somalia 
Bolivia Iceland Turkey 
Brazil Israel Uruguay 
Chile Nicaragua Yugoslavia 
Colombia Peru Zaire 
In addi t ion to these countr ies, the economies of Mexico, Korea, Jamaica, 
and Sudan appear to be close to a three-year cumulat ive inf lat ion rate of 
100 percent, and may be considered to be highly inflationary. Use of a dif-
ferent index or a dif ferent t ime frame might alter these conclusions. 
W e suggest that a review be made of the latest publ ished indices availa-
ble as of an ent i ty 's year end for any addit ional economies that may be at 
or near a three-year cumulat ive inf lat ion rate of 100 percent. 
Q u e s t i o n No . 5 : Braz i l ian S y s t e m of M o n e t a r y C o r r e c t i o n and A d -
j u s t m e n t . Under the provisions of the revised exposure draft (dated 
June 30, 1981), f inancial s tatements of an ent i ty operat ing in Brazil that 
had been adjusted by the Brazilian system of monetary correct ion and 
monetary adjustment could have been used as the funct ional currency 
f inancial s tatements of the Brazilian entity. Can this sti l l be done under 
the provisions of Statement No. 52? 
Response: No. Under the provisions of the Statement, since the opera-
t ions in Brazil are deemed to be in a highly inf lat ionary economy, the 
f inancial s tatements of the Brazilian ent i ty must be remeasured as if the 
report ing currency were designated to be the funct ional currency, gener-
ally the U.S. dollar. 
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The foreign ent i ty 's assets and liabilit ies are remeasured as if they or ig i -
nally had been accounted for as assets and liabil it ies of the parent 
company. Generally, monetary i tems w o u l d be translated at current rates 
and nonmonetary i tems at historical rates. 
Revenue and expense items w o u l d be remeasured using the we igh ted 
average rates, except for amounts related to assets or l iabil it ies that are 
translated at historical rates. 
Gains and losses result ing f rom changes in exchange rates for any foreign 
ent i ty whose funct ional currency is another country 's currency are 
included in determining income (i.e., the recordkeeping currency must be 
remeasured into the funct ional currency). 
Financial statements prepared using the Brazilian system of monetary 
correct ion and monetary adjustment w o u l d not conform to U.S. generally 
accepted account ing principles. 
Q u e s t i o n No . 6 : Change in Funct iona l Cur rency. W h e n it is determined 
that an economy is considered to have become highly inf lat ionary in 
years subsequent to initial adopt ion or is no longer considered highly 
inflationary, how should the change in funct ional currency be accounted 
for? 
Response: The requirements of paragraphs 9 and 46 of the Statement 
apply w h e n an economy first becomes highly inflationary. In such cases, 
translat ion adjustments for prior periods should not be removed f rom 
equi ty and the translated amounts for nonmonetary assets at the end of 
the prior period become the account ing basis for those assets in the 
period of the change and subsequent periods. 
The Statement does not address the account ing for a change to a foreign 
funct ional currency w h e n the economy of a country ceases to be highly 
inflationary. Some believe that the guidance contained in paragraphs 9 
and 46 of the Statement concerning a change in the funct ional currency 
f rom the report ing currency to the local foreign currency should be 
appl ied. 
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The Cur ren t Rate M e t h o d o f T rans la t ion and t h e A c c u m u l a t e d Trans la t ion 
A d j u s t m e n t A c c o u n t 
Under the net investment concept of the Statement, the report ing ent i ty 
is v iewed as having an investment in a foreign business whose foreign 
currency earnings, derived f rom operat ions in the local foreign economic, 
legal, and pol i t ical c l imate, accrue to the benefit of the report ing ent i ty in 
the amount of the U.S. dollar equivalent of those foreign currency earn-
ings. Under this concept, all of the foreign ent i ty 's assets and liabilit ies 
are translated f rom that ent i ty 's funct ional currency into the report ing 
currency (generally the U.S. dollar) by using the current exchange rate. In-
creases or decreases in net assets (adjustments) result ing f rom changes 
in the exchange rate between balance sheet dates are not included in 
income, but are accumulated and reported as a separate component of 
stockholders' equity. Revenue, expense, gain and loss items are translat-
ed at the exchange rate at the t ime these i tems are recognized. For pract i -
cal purposes, a we igh ted average exchange rate for the period may be 
used. Ad jus tments result ing f rom changes between the we igh ted aver-
age rate used for income statement purposes and the rate at the balance 
sheet date are accumulated and similar ly reported in the separate 
component of stockholders ' equity. 
The amount included in the accumulated translat ion adjustment equity 
account at t r ibutable to a foreign ent i ty is to be included in determining 
income in the period w h e n a sale or complete, or substant ial ly complete, 
l iquidat ion of that foreign ent i ty occurs. W h e n these events occur, the 
adjustment is to be removed f rom the separate component of s tockhold-
ers' equi ty and reported as part of the gain or loss on sale or l iquidat ion 
of the investment. 
Q u e s t i o n No . 1 : I n v e s t m e n t s Car r ied a t E q u i t y — G e n e r a l Procedures . 
W h a t procedures are to be fo l lowed in connect ion w i t h the account ing 
for an investment in a foreign ent i ty that is carried on the equity method? 
Response: The funct ional currency of the investee w o u l d have to be 
determined and the f inancial statements of the investee conformed to 
U.S. generally accepted account ing principles. 
Where the funct ional currency is other than the recordkeeping currency 
of the investee or where the investee operates in a highly inf lat ionary 
economy, then the f inancial statements w o u l d be remeasured into the 
funct ional currency (or the investor's report ing currency in certain cases) 
w i t h the remeasurement gains or losses included in determin ing income. 
The foreign ent i ty 's funct ional currency f inancial s tatements w o u l d then 
be translated into the investor's report ing currency using the current rate 
method including the report ing of t ranslat ion adjustments in a separate 
component of stockholders' equity. The equi ty method w o u l d be appl ied 
to the report ing currency translated amounts and a proport ionate share 
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of the investee's income and change in the accumula ted translat ion ad-
jus tment account w o u l d be recorded by the investor. 
Thus, in si tuat ions w h e n the f inancial statements of the investee must be 
remeasured into the investee's funct ional currency or w h e n the investee 
operates in a highly inf lat ionary economy, the adjustments arising f rom 
remeasurement w i l l be included in determin ing income. 
Q u e s t i o n No . 2 : I n v e s t m e n t s Car r ied a t E q u i t y — T r a n s l a t i o n A d j u s t -
m e n t A c c o u n t . If an investor accounts for an investment in a foreign 
ent i ty using the equi ty method, w i l l an entry be required on the investor's 
books to record an appropriate t ranslat ion ad justment account? 
Response: The Statement does not specify the entries that must be 
made in apply ing the equi ty method. The Statement does require, how-
ever, that if an investor accounts for an investment in a foreign ent i ty 
using the equi ty method, the investor's f inancial s tatements should 
report an appropriate accumulated translat ion ad justment as a separate 
component of stockholders' equity. 
Q u e s t i o n No. 3 : G o o d w i l l and Other Fair Value A d j u s t m e n t s . Are 
goodwi l l and other fair value adjustments arising in a business combina-
t ion accounted for by the purchase method related to a foreign ent i ty 
considered to be assets of the foreign ent i ty and part of the parent's net 
investment in that foreign entity? 
Response: Yes. Paragraph 101 of the Statement indicates that goodwi l l 
and other fair value adjustments are treated as assets of the foreign 
ent i ty as we l l as part of the parent's net investment in that foreign entity, 
and should be considered to be denominated in the funct ional currency 
of that foreign entity. Therefore, goodwi l l and other fair value adjust-
ments w o u l d be translated at the current exchange rate if the local for-
eign currency is the funct ional currency of the foreign entity. 
Q u e s t i o n No . 4 : Sale or L iqu ida t ion o f an I n v e s t m e n t . Is a transfer 
f rom the accumulated translat ion ad justment account to income t r ig-
gered by: 
a. Payment of an annual div idend equivalent to income? 
b. Payment of a l iquidat ing dividend? 
c. Partial sale of an investment in a foreign enti ty? 
d. Reclassification or payment of in tercompany accounts that were pre-
viously considered part of the net investment in the foreign ent i ty? 
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e. The sale of a signif icant port ion (perhaps 90 percent) of the operat ing 
assets of a foreign enti ty? (Does the sale of a signif icant port ion of the 
operat ing assets const i tu te a substant ial ly complete l iquidation?) 
f. The sale for cash of all s igni f icant operat ing assets of a foreign ent i ty 
w i t h the proceeds reinvested in cert i f icates of deposit or interest-
bearing securit ies? (Is such a sale and reinvestment a l iquidation?) 
Response: 
a. No. 
b. If the l iquidat ing div idend results in substant ial ly complete l iquidat ion 
of the foreign enti ty, yes. Otherwise, no. 
c. No, unless the magni tude of the sale is equivalent to substant ial ly 
complete l iquidat ion. 
d. Generally no, but if payment or reclassif ication is tan tamount to sub-
stantial ly complete l iquidat ion, yes. 
e. Yes, a l though the FASB does not provide any guidance in the State-
ment concern ing w h a t const i tu tes substant ial ly complete l iquidat ion. 
W e believe that ordinari ly a sale of 90 percent of the operat ing assets 
w o u l d const i tu te a substant ial ly complete l iquidat ion. 
f. Yes. Where all s ignif icant operat ing assets have been sold for cash 
and the proceeds reinvested in cert i f icates of deposit or interest-
bearing securit ies, we believe that, in substance, a l iquidat ion usually 
has occurred. Consideration w o u l d need to be given to the use of the 
proceeds in making a f inal determinat ion as to whether a l iquidat ion 
has occurred. 
Q u e s t i o n No. 5 : D i v i d e n d R e m i t t a n c e Rate. W h a t are the "unusual cir-
cumstances" referred to in paragraph 27(b) of the Statement in w h i c h 
the rate appl icable to d iv idend remit tances w o u l d not be used? 
Response: The unusual c i rcumstances referred to in paragraph 27(b) of 
the Statement generally relate to si tuat ions in w h i c h dif ferent rates apply 
for investments and div idend remit tances — such as in South Afr ica. 
Q u e s t i o n No. 6 : E f fec t of Cu r ren t Rate M e t h o d on Deprec ia t i on Ex-
pense. W i l l the change in the translat ion rate for property, plant and 
equipment f rom a historical rate under Statement No. 8 to a current rate 
under Statement No. 52 change the depreciat ion expense f rom w h a t 
w o u l d have been reportable under Statement No. 8? 
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Response: The property, plant and equ ipment accounts are depreciated 
over their normal lives in the funct ional currency. The resultant deprecia-
t ion expense is then translated to the report ing currency at the current 
(weighted average) exchange rate. This change of translat ion rates wi l l 
result in depreciat ion expense dif ferent f rom wha t w o u l d have been 
reported under Statement No. 8. 
Under the current rate method, w h e n the funct ional currency appreciates 
in relation to the report ing currency, the cumula t ive translated amounts 
of depreciat ion expense could exceed the historical cost of the plant. 
Q u e s t i o n No. 7 : S t a t e m e n t o f Changes in F inanc ia l Pos i t ion . W h a t 
guidance is given in Statement No. 52 on the preparat ion of the state-
ment of changes in f inancial posit ion? 
Response: The original exposure draft d id not address the statement of 
changes in f inancial posi t ion. The revised exposure draft gave specif ic 
guidance that in certain si tuations may have required the preparation of 
a separate statement of changes in f inancial posi t ion for each foreign 
subsidiary and separate disclosure of the effect of the change in exchange 
rates on work ing capital . The actual standards of Statement No. 52 do 
not conta in any guidance concerning the t reatment of t ranslat ion adjust-
ments in the s tatement of changes in f inancial posi t ion. Paragraph 100 of 
the Statement, however, refers to APB Opinion No. 19, Reporting 
Changes in Financial Position, not ing that the Opinion requires disclo-
sure of all important changes in f inancial posi t ion. 
The revised exposure draft (dated June 30, 1981) w o u l d have required 
changes in f inancial posi t ion to be translated by using the current ex-
change rate at the end of a report ing period, except for changes result ing 
f rom revenues, expenses, gains and losses that had to be translated 
generally at a we igh ted average exchange rate. A l though there is 
no specif ic guidance in the f inal Statement, this method w o u l d be 
acceptable. 
Ano ther method that w e believe w o u l d be acceptable is the presentat ion 
of the effect of exchange rate changes on the more signi f icant assets and 
liabil it ies of foreign ent i t ies, including property, plant and equipment , in-
vestments and long-term debt. The impact of the current rate method of 
translat ion on non-current assets such as property, plant and equipment 
and investments may lead enterprises to conclude that the effect of ex-
change rate changes on at least signi f icant assets and liabil it ies should 
be disclosed. 
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I n t e r c o m p a n y Fore ign Cur rency T ransac t ions 
Gains and losses arising f rom the translat ion of intercompany foreign 
currency transactions that are of a long-term investment nature (that is, 
set t lement is not planned or ant ic ipated in the foreseeable future) should 
not be included in determin ing income. Such amounts should be reported 
in the same manner as adjustments arising f rom the translat ion of f inan-
cial s tatements of a foreign entity. 
Gains and losses arising f rom the translat ion of in tercompany foreign cur-
rency transact ions that are not of a long-term investment nature should 
be included in determin ing income, unless such transactions are 
designated as, and are effect ive as, a hedge of a net investment in a for-
e ign ent i ty or a hedge of a foreign currency commi tment . 
Q u e s t i o n No . 1 : Na tu re o f a L o n g - t e r m I n t e r c o m p a n y I n v e s t m e n t . 
For an undercapital ized foreign ent i ty, how is the port ion of in tercompany 
balances representing an investment of a long-term nature determined? 
Response: The capital izat ion of a foreign ent i ty has no bearing on the 
determinat ion of w h a t may be considered to be a long-term inter-
company investment t ransact ion. 
The determin ing factor, according to paragraph 20(b) of the Statement, 
is whether set t lement of the t ransact ion is planned or ant ic ipated in the 
foreseeable future, and paragraph 131 of the Statement states that in-
vestments of a long-term investment nature might include balances that 
take the fo rm of an advance or a demand note payable provided that pay-
ment is not planned or ant ic ipated in the foreseeable future. Accordingly , 
a long-term intercompany investment may take the form of long-term 
debt or another non-equi ty type of cash transfer, provided that sett le-
ment is not planned or ant ic ipated in the foreseeable future. 
Gains and losses on such long- term intercompany investments are to be 
reported in the same manner as t ranslat ion adjustments (namely, in the 
separate component of stockholders ' equity) provided, however, that the 
f inancial statements are consol idated, combined, or accounted for by the 
equi ty method. 
Gains or losses on in tercompany transact ions and balances w i t h a non-
consol idated subsidiary or investee that is not accounted for by the 
equi ty method could not be treated by a parent company in the same 
manner as translat ion adjustments. 
Q u e s t i o n No . 2 : C la r i f i ca t i on o f Foreseeab le Future. W o u l d an inter-
company loan repayable at the end of 20 years be considered of a long-
term investment nature? 50 years? W h a t is foreseeable future? 
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Response: Foreseeable future does not imply a specif ic t ime period. 
Whe ther repayment is presently planned or ant ic ipated at any date in 
the future is the key factor. Management intent is highly important in 
reaching a determinat ion of whether a part icular in tercompany balance 
is of a long-term investment nature. 
W e suggest that management document its intent ion w i t h respect to 
each intercompany transact ion and balance that is considered to be of a 
long-term investment nature. 
Q u e s t i o n No. 3 : Genera l C o m m e n t s . How do you account for transac-
t ions that are not of a long-term investment nature between foreign sub-
sidiaries and parent companies? 
Response: Assuming that the local currency of a foreign ent i ty is the 
funct ional currency, in general, in tercompany transact ions that are deno-
minated in the local currency of the foreign ent i ty w o u l d result in a trans-
lation adjustment of the foreign ent i ty 's f inancial statements in the U.S. 
dollar report ing currency for any change in the exchange rate and w o u l d 
be reported in the cumulat ive translat ion adjustment component of 
stockholders' equity. 
On the other side of such transact ions, the parent company, in determin-
ing income, w o u l d recognize a foreign exchange gain or loss on its books 
for any change in the exchange rate, except for foreign currency transac-
t ions that are designated as, and are effective as, economic hedges of a 
net investment in a foreign ent i ty or hedges of a f i rm foreign currency 
commi tment . 
Assuming that the local currency of a foreign ent i ty is the funct ional cur-
rency, where intercompany transact ions are denominated in the U.S. 
dollar report ing currency of the parent company, the foreign entity, in 
determin ing income, w o u l d recognize a foreign currency transact ion 
gain or loss in each period in w h i c h the exchange rate changes. The 
parent company w o u l d not record a gain or loss on its books because the 
transact ion is denominated in U.S. dollars. 
Q u e s t i o n No . 4 : S e t t l e m e n t o f I n t e r c o m p a n y Transac t ions N o t Pre-
v i o u s l y Planned or A n t i c i p a t e d . If an intercompany transact ion is set-
t led for w h i c h set t lement was not previously planned or ant ic ipated, 
w h a t is the appropriate disposit ion of the appl icable amount included in 
the translat ion adjustment account? 
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Response: If a t ransact ion is sett led for w h i c h sett lement was not 
planned or ant ic ipated, the cumula t ive translat ion adjustment amount 
included in the separate component of stockholders' equi ty applicable to 
the period for w h i c h set t lement was not planned or ant ic ipated should 
remain in the separate componen t of stockholders ' equi ty unless sett le-
ment of the transact ion represents a comple te or substantial ly complete 
l iquidat ion of the foreign entity. 
Q u e s t i o n No . 5 : D iv idends Rece ivab le . If a subsidiary declares a d iv i -
dend to its parent, and there is a signi f icant t ime lag between record date 
and payment date, w h a t is the disposi t ion of the translat ion gain or loss 
related to the parent's d iv idends receivable account? 
Response: Assuming the local currency of the foreign ent i ty is the func-
t ional currency, the translat ion ad jus tment f rom the div idend payable 
w o u l d be included in the separate component of stockholders' equity. 
Further, assuming set t lement of the d iv idend is ant ic ipated in the fore-
seeable future, the translat ion adjustment on a div idend receivable ac-
count should be included in determin ing income in the parent's f inancial 
statements. 
Q u e s t i o n No . 6 : Parent or Subs id ia ry Can In i t i a te I n t e r c o m p a n y 
T ransac t ion . Paragraph 20(b) of the Statement provides that t ransact ion 
gains or losses be reported in the separate component of stockholders' 
equi ty if they relate to in tercompany foreign currency transact ions that 
are considered to be of a long- term investment nature. Is this account ing 
appropriate regardless of w h i c h ent i ty to the transact ion init iated the 
"foreign currency t ransact ion?" 
Response: Yes. 
Q u e s t i o n No. 7 : P resen ta t i on in Separa te F inancia l S t a t e m e n t s of 
Fore ign Ent i t y . If paragraph 20(b) of the Statement applies to an inter-
company transact ion, how should the gain or loss be presented in the 
separate f inancial statements of a foreign ent i ty (i.e., in equi ty or in 
determin ing income)? 
Response: Generally, the t ransact ion gain or loss on intercompany trans-
act ions w o u l d be included in determin ing income in the separate f inan-
cial s tatements of a foreign entity. 
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Q u e s t i o n No . 8 : A g g r e g a t i o n o f I n t e r c o m p a n y Transac t ions . Is the 
nature of in tercompany transact ions to be based on looking at the indi-
vidual receivables or payables or at the balance of a group of receivables 
or payables? Also, does account ing for payments of in tercompany bal-
ances on a LIFO basis so that certain older invoices w i l l not be "paid" in 
the foreseeable future quali fy those balances for t reatment as long-term 
investment nature? 
Response: The "group v iew" w o u l d a l low a conclus ion that even though 
the individual receivables and payables are sett led, the fact that a con-
stant level is mainta ined al lows the group of t ransact ions to be consid-
ered a long-term investment i tem. The FASB staff believes that inter-
company transact ions should be considered on an individual basis and 
that the aggregate balance of a group of trade receivables or payables 
(each open invoice w i l l be settled) cannot qual i fy as a long-term invest-
ment. Also, account ing for payments of in tercompany balances on a 
LIFO basis cannot qual i fy as a long-term investment. W e support the 
FASB staff 's v iews. 
Management could, however, where appropriate, designate in tercompa-
ny amounts used to f inance work ing capital of a foreign ent i ty as a long-
term investment if the intent is that payment not be made in the fore-
seeable future. Obviously tax impl icat ions of such a designat ion w o u l d 
need to be considered. 
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Hedg ing 
Accoun t ing for forward exchange contacts has not been changed f rom 
the provisions of Statement No. 8, but the rules for considerat ion of such 
contracts as hedges have been liberalized. A fo rward contract or other 
foreign currency transact ion may be considered to hedge an identif iable 
foreign currency commi tmen t if the fo l lowing condi t ions are met: 
• The foreign currency t ransact ion is designated as, and is effect ive as, a 
hedge of a foreign currency c o m m i t m e n t and 
• The foreign currency c o m m i t m e n t is f i rm. 
The required account ing is to commence as of the designation date. The 
amount of the hedging t ransact ion that is to be accounted for as a hedge 
is l imi ted to the amount of the related commi tmen t , on an after-tax basis. 
The amount of gain or loss deferred at t r ibutable to deferred income taxes 
is to be used as an offset to the related tax effects in the period in w h i c h 
the tax effects are recognized. Addi t ional ly , a foreign currency transac-
t ion may be designated as, and be effect ive as, an economic hedge of a 
net investment in a foreign entity. 
Q u e s t i o n No. 1 : F i rm C o m m i t m e n t s . Statement No. 52 does not define 
" f i rm commitment . " Can est imated amounts payable or receivable under 
• a contract be hedged? 
Response: Statement No. 52 does not require that a commi tmen t be 
"noncancelable" to be considered "firm." Accord ingly , est imated 
amounts receivable or payable under contractual agreements may be 
hedged, provided execut ion of the c o m m i t m e n t is probable and amounts 
are reasonably est imable. 
Q u e s t i o n No. 2 : I n t e r c o m p a n y Transac t ions . Can an intercompany 
t ransact ion be a hedging transact ion? (Example: U.S. parent company 
"P" has t w o subsidiaries, French subsidiary "F" and Canadian subsidiary 
"C", both w i t h their local currencies being their funct ional currencies. F 
lends money to C, denominated in francs. Can P designate that borrowing 
as a hedge of P's net investment in F?) 
Response: A n intercompany t ransact ion can be accounted for as a hedg-
ing t ransact ion provided it meets the hedge cri teria (i.e., it is designated 
as and is effective as a hedge). In the example c i ted, in order for the inter-
company t ransact ion to be effect ive as a hedge, there must be a correla-
t ion between movement of the exchange rates between the U.S. dollar 
and the franc and the Canadian dollar and the franc. Whi le a review of 
prior exchange rate movements may provide some assurance that such 
currencies do move in tandem, the effectiveness of the hedge is depen-
dent upon a cont inuat ion of the historical pattern. As a result, in such sit-
uations the effectiveness of the hedge must be veri f ied retroactively. 
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Q u e s t i o n No. 3 : E f f e c t i v e n e s s o f a Hedge. How and w h e n is the "effec-
t iveness" of a hedge determined? 
Response: The "effectiveness" of a hedge should be evaluated not only 
at the t ime it is designated, but also on an ongoing basis th roughout the 
period of the hedge. The only cr i ter ion for evaluat ing the ul t imate effec-
t iveness of the hedge is the actual results. For example, if a t ransact ion 
that was expected to produce a t ransact ion gain to offset a translat ion 
loss instead produces a t ransact ion loss, it is not effect ive and cannot be 
accounted for as a hedge for that period despite prior designat ion. 
Q u e s t i o n No . 4 : Des igna t ion o f a Hedge of a N e t I n v e s t m e n t . Can 
designat ion of a t ransact ion as a hedge of a net investment be made, re-
moved, and subsequent ly remade? 
Response: Yes. Accoun t ing for a hedge commences as of the designa-
t ion date(s). Designat ion after the t ransact ion date (or counter designa-
tion) does not const i tu te an account ing change. 
Q u e s t i o n No . 5 : Hedg ing in a C u r r e n c y t h a t M o v e s in Tandem W i t h 
A n o t h e r Cur rency . The Statement provides that if it is not practical or 
feasible to hedge in the currency in w h i c h a c o m m i t m e n t or net invest-
ment is denominated, then another currency that generally moves in 
tandem w i t h the first currency cou ld be used for hedging transactions. 
Does this mean that it must be shown that to hedge in the currency of 
denominat ion is not practical or feasible before an effect ive hedge in 
another currency can be accounted for as a hedge? 
Response: The FASB staff believes that, generally, it must be shown that 
hedging in the currency in w h i c h a net investment or c o m m i t m e n t is 
designated is not pract ical or feasible for hedging in another currency to 
be acceptable. A past history of parallel exchange rate changes and an 
ant ic ipat ion that that movement w i l l cont inue w o u l d indicate that a par-
t icular currency moves in tandem w i t h another currency. W e support the 
FASB staff 's v iews. 
Q u e s t i o n No . 6 : Fore ign C u r r e n c y C o m m i t m e n t . Can one ent i ty hedge 
a transact ion of another ent i ty under Statement No. 52? 
Response: A foreign currency t ransact ion of one ent i ty generally may 
hedge a c o m m i t m e n t of another ent i ty under the Statement, provided 
the hedged c o m m i t m e n t is a foreign currency c o m m i t m e n t to the ent i ty 
that entered into it. For example, to meet the provisions of paragraph 21 
of the Statement, a U. S. parent general ly w o u l d not hedge a commi tmen t 
of a subsidiary that is denominated in the subsidiary's funct ional curren-
cy. However, the parent could hedge the c om mi tm en t of the subsidiary if 
the c o m m i t m e n t was denominated in a currency other than the func-
t ional currency of the subsidiary w i t h the commi tment . 
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Q u e s t i o n No . 7 : A n t i c i p a t e d Cash F l o w s . Can ant ic ipated cash f lows 
(e.g., uncommi t ted sales or future net income) be treated as foreign cur-
rency commi tmen ts , w i t h gains or losses on of fset t ing hedges deferred? 
Response: Ant ic ipated cash f lows that do not represent f i rm, identif iable 
commi tmen ts may not be treated as hedged commi tments . 
Q u e s t i o n No . 8 : D o c u m e n t a t i o n o f a Hedge Des igna t ion . How do you 
"designate" a transact ion as a hedge? 
Response: Designation as a hedge involves taking some overt, docu-
mented act ion as evidence of intent to hedge. 
Q u e s t i o n No . 9 : Hedged C o m m i t m e n t N o t C o m p l e t e d . W h a t happens 
if a hedged c o m m i t m e n t is not completed? 
Response: If a hedged c o m m i t m e n t is not comple ted, any deferred gain 
or loss on the hedging transact ion should be included in determining 
income. 
Q u e s t i o n No. 1 0 : Economic Hedge of a N e t I n v e s t m e n t . Paragraph 
20(a) of the Statement refers to economic hedges of a net investment in 
a foreign entity. Paragraph 129 of the Statement presents an example 
that relates to account ing hedges. Does the FASB intend hedges to be 
only related to reported carrying amounts of assets and liabilit ies in the 
f inancial statements and any excess f rom the hedging transact ion on 
translat ion gain or loss included in determin ing income for each report ing 
period? 
Response: The intent of the FASB is that the term "economic hedge" re-
lates to management of the account ing aspects of an exposure (i.e., the 
carrying amounts of the assets and liabil it ies as reported in the f inancial 
s tatements of an entity) rather than the fair market value of an invest-
ment in an entity. 
Accordingly , any gain or loss pertaining to the port ion of a hedging trans-
act ion that is in excess of the amount that provides a hedge on an after-
tax basis for reported amounts shall not be deferred. This means that in 
each account ing period the gain or loss on the excess must be included 
in determin ing income. 
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Q u e s t i o n No . 1 1 : Hedg ing C o n t r a c t s . In pract ice, since hedge contracts 
in many cases are entered into for periods of six to twe lve months, net in-
vestment exposure for hedging purposes is calculated based on mid-year 
balances that include one-half of the projected yearly earnings. Therefore, 
it is not uncommon to be overhedged for the first six months and under-
hedged for the last six months. W o u l d hedge gains in excess of t ransla-
t ion losses arising f rom the above-ment ioned si tuat ion be reported in cur-
rent earnings? 
Response: Generally any excess must be reported for each account ing 
period as a foreign currency gain or loss in determin ing income, except 
that excess w h i c h is intended to provide a hedge on an after-tax basis. 
The gain or loss on that excess is deferred and included as an offset to the 
related tax effects in the period in w h i c h such tax effects are recognized. 
Q u e s t i o n No . 1 2 : Hedg ing o f N e t I n v e s t m e n t s in H igh ly In f l a t i ona ry 
Economies . Is it possible to enter into a t ransact ion to hedge a net 
investment in an ent i ty operat ing in an economy experiencing high 
inflation? 
Response: Since the report ing currency is designated as the funct ional 
currency of an ent i ty operat ing in an economy exper iencing high infla-
t ion, the net investment in that ent i ty w o u l d not be considered a foreign 
currency investment. As a result, if the investor entered into a t ransact ion 
denominated in the currency of the highly inf lat ionary economy, the 
related translat ion adjustments w o u l d be included in determin ing 
income. 
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Disc losure and Trans i t ion 
Required disclosures include the fo l low ing : 
• The aggregate transact ion gain or loss ( including gains or losses on for-
w a r d contracts) included in determin ing income; 
• A n analysis of the changes dur ing the period in the accumulated trans-
lation adjustment component of stockholders ' equi ty; and 
• Rate changes occurr ing after the date of the f inancial statements and 
their effect on unsett led foreign currency t ransact ion balances, if sig-
ni f icant, may be necessary. 
The Statement is effective for f iscal years beginning on or after 
December 15, 1982. Earlier appl icat ion is encouraged. 
Financial statements for periods before the effect ive date and f inancial 
summaries or other data derived f rom the statements may be (but are 
not required to be) restated. 
The effect of adopt ing the Statement on income before extraordinary 
i tems, net income and related per share amounts for the year of adopt ion 
must be disclosed if an ent i ty f irst adopts the standard for a fiscal year 
ending on or before March 3 1 , 1982. 
Q u e s t i o n No. 1 : A d o p t i o n o f S t a t e m e n t f o r Fiscal Years Ending On or 
B e f o r e M a r c h 3 1 , 1 9 8 2 . Paragraph 37 of the Statement requires 
companies that first adopt the Statement for f iscal years ending on or 
before March 3 1 , 1982 to make "as if" disclosures of certain amounts for 
the year of the change. This disclosure is required whether or not retroac-
t ive appl icat ion is elected. Mus t the disclosure be repeated in subsequent 
annual reports? 
Response: Paragraph 37 of the Statement requires companies that first 
adopt the Statement for f iscal years ending on or before March 3 1 , 1982 
to make "as if" disclosures for the year of the change. This disclosure is re-
quired whether or not retroactive appl icat ion is elected. The FASB staff 
believes that the disclosure need not be repeated in subsequent annual 
reports. W e support the FASB staff 's v iew. 
Q u e s t i o n No. 2 : Exchange Rate Changes S u b s e q u e n t t o t h e Ba lance 
Shee t Date . Paragraph 32 of the Statement states that disclosure of a 
rate change occurr ing after the balance sheet date and its effects on un-
sett led balances pertaining to foreign currency transact ions, if s ignif i -
cant, may be necessary. W o u l d this provision require any disclosure in 
the absence of unsett led foreign currency transactions? 
Response: No. 
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Q u e s t i o n No . 3 : A g g r e g a t e T ransac t ion Gain or Loss. Should the dis-
closure of the aggregate t ransact ion gain or loss included in determining 
income required by paragraph 30 of the Statement be before or after 
income taxes, or both? 
Response: Disclosure of the aggregate transact ion gain or loss included 
in determining income required by paragraph 30 of the Statement should 
be before income taxes, a l though presentat ion of the effect on both a pre-
tax and after-tax basis w o u l d be permi t ted. 
Q u e s t i o n No. 4 : E x i s t i n g Hedges Upon In i t ia l A d o p t i o n . W h e n the 
Statement is f irst adopted, can exist ing economic hedges not recognized 
under Statement No. 8 be accounted for in accordance w i t h the provi -
sions of Statement No. 52? 
Response: A n economic hedge exist ing before the issuance of the State-
ment can be designated as a hedge as part of init ial appl icat ion of the 
Statement, provided the hedge is effect ive and there is evidence of intent 
to hedge. However, for hedges entered into after the issuance of the 
Statement, hedge account ing should be appl ied only upon designat ion 
(i.e., not retroactively designated). 
Q u e s t i o n No . 5 : R e s t a t e m e n t o f Da ta in SEC Fi l ings. Wi l l data for 
prior years included in supplemental schedules and quarter ly data in SEC 
fi l ings have to be restated if the f inancial s tatements of those prior years 
are restated to conform to the provisions of Statement No. 52? 
Response: A l l data for prior years included in supplemental schedules 
must be restated in the year in w h i c h the Statement is f irst adopted if 
they are affected by the restatement of the f inancial statements. 
Likewise, required quarter ly f inancial data presented for the current and 
prior years wi l l have to be restated in the year of adopt ion if restatement 
is elected. Even if restatement is not elected, in the year of adopt ion of 
the S ta temen t quarter ly data w o u l d require restatement if the elect ion 
were not made in the first quarter. For example, if early adopt ion were 
made in the four th quarter of calendar year 1981 , the first three quarters 
of 1981 w o u l d require restatement. 
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Q u e s t i o n No . 6 : Form 1 0 - Q I n f o r m a t i o n . If an ent i ty adopts Statement 
No. 52 in 1981 , thus necessitat ing a restatement of quarterly informat ion 
for the first three quarters, does restatement require f i l ing amendments 
to the Form 10-Qs fi led w i t h the SEC for such quarters? 
Response: The Form 10-Qs previously f i led for the first three quarters of 
1981 do not have to be amended. Where comparat ive amounts are re-
quired in current f i l ings or where quarter ly data is required in annual 
reports, such amounts must be restated. 
Q u e s t i o n No . 7 : M a n a g e m e n t D iscuss ion and Ana lys i s . If Statement 
No. 52 is adopted w i thou t restat ing prior years, w h a t explanations wou ld 
be required in management discussion and analysis? 
Response: The Statement permits, but does not require, disclosure of 
income before extraordinary i tems and net income for the prior year 
computed on a pro forma basis, if the prior year is not restated. A l though 
there is no expl ic i t requirement in the SEC's rules covering this si tuat ion, 
w e w o u l d encourage management to consider including such pro forma 
amounts in management discussion and analysis to make such presenta-
t ion more meaningful . 
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M i s c e l l a n e o u s Issues 
Q u e s t i o n No . 1 : D i scon t i nued Opera t ions . Paragraph 14 of the State-
ment states that the translat ion ad justment component at t r ibutable to a 
foreign ent i ty is removed f rom stockholders ' equi ty upon sale or c o m -
plete, or substant ial ly complete, l iquidat ion of that foreign entity. Is it cor-
rect to assume that the t im ing of loss and gain recognit ion should be 
determined using the provisions of FASB Statement No. 5, Accounting 
for Contingencies, and APB Opinion No. 30, Reporting the Results of 
Operations? 
Response: The t im ing of gain and loss recogni t ion should be determined 
using the provisions of FASB Statement No. 5 and APB Opinion No. 30. 
Further, w h e n a provision for a d iscont inued segment is required under 
APB Opin ion No. 30, the component of the translat ion adjustment ac-
count related to the segment (if the segment const i tutes a separate and 
dist inct foreign entity) should be included in the computa t ion of the gain 
or loss on the discont inuance of the segment. 
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